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ACTION EUR-25 

INFO OCT-01 10-15 ISO-OO AID-20 CIAE-00 COME-OO EB-11 

FRB-02 INR-10 NSAE-00 RSC-01 TRSE-00 XMB-07 OPIC-12 

S PC-03 CIEP-02 LAB-06 SIL-01 OMB-01 NSC-10 SS-15 

STR-08 CEA-02 PA-03 PRS-01 USIA-15 DRC-01 /172W 

067720 

R 101905Z OCT 73 
FM AMEMBASSY BRUSSELS 
TO SECSTATE WASHDC 8865 
INFO AMEMBASSY LUXEMBOURG 
AMEMBASSY PARIS 
AMEMBASSY THE HAGUE 
USMISSION EC BRUSSELS 
USMISSION OECD PARIS 
USMISSION GENEVA 

UNCLAS BRUSSELS 5801 

E.O. 11652N/A 
TAGS: EFIN, BE 

SUBJECT: BENELUX VAT HARMONIZATION 

1. BENELUX FINANCE MINISTERS HAVE REACHED AGREEMENT IN PRINCIPLE 
ON HARMONZATION OF THREE COUNTRIES VALUE-ADDED TAX (VAT) SYSTEMS, 
WHICH SHOULD EVENTUALLY PERMIT ELIMINATION OF ALL BORDER CONTROLS 
ON INTRA-BENELUX TRADE. BELGIAN PARTICIPANTS TOLD PRESS 
ON OCT. 8 THAT MINISTERS OPTED FOR A TWO RATE SYSTEM (BELGIUM 
NOW HAS FOUR. LUXEMBOURG THREE AND THE NETHERLANDS TWO VAT 
RATES) AND THAT ACCORD REACHED IN PRINCIPLE ON TYPE OF GOODS 
TO BE SUBJECT TO EACH RATE. THEY STATED THAT PRESENT DUTCH RATES 
OF FOUR AND 16 PERCENT MIGHT BE INCREASED BY TWO PERCENT FOR 
COMMON BENELUX RATES. THREE COUNTRIES ALSO CONSIDERING ESTA- 
BLISHMENT OF COMMON DATA CENTER FOR PURPOSES OF VAT, STATISTICS 
AND MONETARY ADMINISTRATION. TARGET DATE FOR MAKING DATA CENTER 
OPERATIONAL (WHICH WILL INVOLVE COMMON SYSTEM OF DATA COLLECTION 
IN THREE COUNTRIES) IS JAN. 1,1975. VAT HARMONIZATION WILL 
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9 WAS, WE ARE TOLD, MISLEADING AS TO IMMEDIACY OF HARMONIZATION.) 

2. AMONG PROBLEMS TO BE FACED, FIN MIN REP NOTED, IS 
RECONCILIATION OF DIFFERENT RATES ON ENERGY CONSUMPTION, WHICH 
IS 14 PERCENT IN BELGIUM, FIVE PERCENT IN LUXEMBOURG AND FOUR 
PERCENT IN THE NETHERLANDS. REDUCTION TO DUTCH RATE WOULD 
MEAN SUBSTANTIAL CUT IN BELGIAN REVENUES. ANOTHER 
CONSIDERATION, STRESSED BY FINMINISTER DE CLERCQ, IS COMPATI- 
BILITY OF BENELUX VAT SYSTEM WITH EC HARMONIZATION POLICY WHICH 
AIMING AT 1975 FOR EC VAT CODE. 

3. DECISION ON HARMONIZATION WILL NO DOUBT BE OF INTEREST TO 
AMERICAN FIRMS. MPAA HAS ALREADY MENTIONED TO US ITS CONCERN 

THAT BELGIUM MIGHT ADOPT 16 PERCENT DUTCH RATE ON THEATER 
ADMISSIONS IN PLACE OF ITS PRESENT SIX PERCENT. 

BOOCHEVER 
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